Accounting Ethics:
Duties and Responsibilities

5t Edition

Gordon Klein



Table of Contents

Chapter 1 — Duties as @ WhistleblOWeT .............ccooviiiiiiiiccccc s 1
Learning ODJECHVES .....ccoiieiiiiiei ettt e e e e ettt e e e e e e s ab b e e e e e e e e e s e nnbbbeeeeaaeeeeaannnrneeaaaaeas 1
AM T ELNICAI? . 1
T a1 (oTo U134 o 1P 1
What IS WHIStIEDIOWING? ...ttt e e e e ettt e e e e e e e s e e e e e e e e e e e e annneeeas 2
The Types Of WHISIEDIOWET'S ..........coiiiieiee et e e e e e e e e e e e e s e neeeeeas 3

Internal WhIStIEDIOWETS ... et e et e e e e e e e eaen e eeas 3
External WhIStIEDIOWING ... 5
Whistleblower MOtIVAtIONS. ... ..ot e et e e e e e e e eeee e e e e e e aeeeeennnns 6
R BV g .. 6
Reputation PreServation. ...... ..o oot e e e e et a e e e eera e e aaaaaee 7
N L4 1 o 8
Collecting FINancial REWAIAS ...........uuiiiiiiiiiii ettt e e e et e e e e e e e s nnbeeeeeaaaeeaaans 8
Adversities Faced By WhiIStlebIOWETS ... 11
The Downside of WHIStIEDIOWING...........uuiiiiiieie e e e e 11
WhistlebloWer ProteCioNS ........o et e e e et e e e e e e eeeennnns 12
Employer Manipulation of the Anti-retaliation RUIES ..........ccooiiiiiiiiiiiiee e, 13
Employee Manipulation of the Anti-retaliation RUIES ...........ccooeeiiiiiiiii e, 14
Outside Auditors as WHISHEDIOWETS ............ueiiiiiii e e e 15
Divulging Client IMPropriEti€s. .........oou it e e e e e e e e e e e e e e anes 15
Divulging Audit Firm ImMProprieties ... ...ccoooe s 16
Whistleblowing in TaX PracCliCe........coooii s 16
THE AMEIICAN VIBW ... ettt e e e e ettt e e e e e e e e e eeata e e e e aeeeentann e aaeaaeeennnnnnnn 16
The INternational VIEW ... et e e e e e e e e e e e e e eeenennnns 16
Cultural Aspects of WhiIStIeDIOWING ..........uuiiiiiiiii e e 17
Biological Aspects of WhIStIEDIOWING........ceiiiiiiiiiiiiii et ea e 17
Encouraging an Ethical Organizational CUIUIe .............cooiiiiiiiiii e 18
Deciding Whether to Become a WhistlebloWer ... 19
S To] (Wi o] TN (o TN o T = g1 o= | PP PPPPRS 20
REVIEW QUESTIONS ...ttt e e ettt e e e e e s s e bt e e e e e e e e e e s nnbbteeeaaeeeaaannrneneaaaaens 21
REVIEW ANSWETS ...ttt e ettt ettt oo e e e et et te e e e e e e e et ttaa e e e e eeeeeeeaan e e eeeeeessan e eeaaeeeesnnnnnnaans 22

Chapter 2 — Duties of Tax Professionals..........cccccceeiviiiiiiiiiissssss s s s s s ss s esessss s s s s s s s s s s s s s s e s s s s ssesssssssssses 23
Learning ODJECLVES ...ttt e e e ettt e e e e e s e nb b et e e e e e e e s nneebbeeeaaaeeaaannrrnneaaaaeas 23
F N T I =1 g 1o PRSP PPURTTR 23
T 1o T 0T34 o] o 1P 23
Professional Responsibilities in Tax PractiCe............oovvvviiiiiiiiiii 24

The Governing SoUrces Of GUIJANCE. .......cuiiiiiiiiiiiii ettt e e e e e e e e et e e e e e e e e nneeeeas 24
THE SSTS FramMEWOTK.......cceiiiiiiiiiiiiieeee ettt e e e e e e e e e e e e e e e e e e e e e e e e e aaaes 24
Duties as @ Tax RetUrn Preparer.. ... ... e e e 24
Obtaining Client INfOrmMation.............eeiiiii e e e e e eeeeeeas 24
Filling in INfOrmation Gaps...........uueeiiiiiiiiiee ettt e e e ettt e e e e e e e eeeeeaaaeeaanes 25
Formulating Tax Return POSIHIONS ... 26
Evaluating Uncertain Tax POSIHIONS ........coooii s 27
Completing @ TaX RELUMN .....coiii et e e e e e e et e e e e e e e e e enerreeeeaaeas 30
Correcting Past Tax REIUIMNS ...t e e e e e e reeeaaaeas 30
Completing the Client ENGAgeMENT .......c.ooi ettt e e e e e e eeeeaa e 32
Duties as a Taxpayer AdVOCALE ..........ccooiiiiiiiiiiiiii 32
DULIES @S @ TaX PIaNNer. ... .ot e ettt e e e e e e e e e e e e e e e e eeenan e as 33
General ProfeSSioNal DULIES ........coiiiiiiiiiiiiie ettt e e e e ettt e e e e e e s et e e e e e e e e e e anneeeees 34
The TaXPaYEr's DULIES ... e 34
The Importance of Truthful Tax RePOrtiNg ......ccooiiiiiiieeeeeecee e 34
S To (Wi o] TN (o TN o T = g1 o= | PP PPPRPPPRS 35
REVIEW QUESTIONS ...ttt e e ettt et e e e e s s s et e et e e e e e e e s nnbbteeeeaaeeaaannsneeeaaaaans 36

REVIBW ANSWETS ... ettt ettt et et e et et e et e e e et e et e eae e e e e s e e e e s e easeae s s e ennseanssnanns 37



Table of Contents

Chapter 3 — Duties of Fiduciaries: Financial Planners, Trustees, and Executors ...........cccccccuuuunennn. 39
Learning ODJECLVES ... eiieiiee ettt e e e ettt e e e e e s s e bt ee e e e e e e e e s nneebbeeeaaeeeaaannrrnneaaaaeas 39
F N T I =1 g o= PRSP PPURRTR 39
T a1 (oTo 0T34 o] o 1SR 39
Fiduciary RelatioNShipsS .......ooiiiiiiiiiiii 40

The Nature of Fiduciary RelationShips .........ooi i 40
The Legal Consequences of Being @ FidUuCIary............ooooiiiiiiiiiiia e 40
Personal Financial Planners and Asset Managers. ... 41
Applicable Professional StandardS ...............uuuuuuuuuuriiiieiiiieiuiieeeeeeeeeeeeereeeeeeeerererrrrr e ———————————————. 41
General Legal STandards .........cooi it a e e e e e e eeaa e s 41
Specific Duties Associated with Custody Of ASSEtS........ccuuiiiiiiiiieie e 42
How to Avoid Creating a Fiduciary RelationShip .........c..ueeiiiiiiiiiii e 42
TrUSES @NA TrUSEEES ...t oo e ettt e e e e e e e e e eetean e e e aeaeenanennaaeaaaaaaee 43
The Structure Of @ TIUSE ....coiiiiiiiiccceeeeee e 43
F e V=Tl e= T TR o T PP ERPTP 43
Special Kinds Of TIUSES ...ocoiiiieee e 44
Accountants in TruSt PracliCe... ..o e 46
The Specific DUties Of @ TIUSLEE .......covviiiiiiiiiieeee e 47
Executors and AdmINISIrators ...... ..o e e e e e e e e e e e e e ee e aas 48
The Structure of aN EState ......ooovvvviiiiiiee 48
Accountants in Estate PractiCe. ... 49
Fiduciary 1SSues in Tax PracCliCe..........cooiiiiiiiiiiiiiii 49
Negotiating Tax REfUNAS........oo e e et e e e e e e e e nee e e eeaaaeeaanes 49
Resolving Conflicts Of INTEresSt..........ooi e e e e e 50
Auditor Independence Requirements for Trustees and EXeCULOrS..............oouvvuueieeiieiiiiiiiieeee e, 50
The Ethical DIEMMIA. ... .ottt e e e e e e e eat e e e e e e e eentan e e e aaaeeeennnnnns 50
The INdependence RUIES ... i et e e e e e e ee e e e e e e eeenennnns 50
S To (Wi o] TN (o TN o T = g1 o= | PPN 51
REVIEW QUESTIONS ...ttt e e e e e ettt e e e e e e s e et e et e e e e e e e e nntbeeeeaaaeeaaannnneneaaaaens 52
REVIEW ANSWETS ...ttt ettt e e e e et e et aa e e e e e et et ttaa e e e e eeeeeeeaan e e eeeeeessan e aeaaeeeennnnnnaaans 53

Chapter 4 — Duties in the Accounting Workplace ............ccooviiiiiiiiiicicci s 55
Learning ODJECLVES ...ttt e e e e ettt e e e e e s e bt e e e e e e e e e s nneebbeeeaaaeeaaannrrnneaaaaens 55
F N T I =1 g 1o PRSP PPURRTRT 55
T a1 oTo 0T34 o] o 1SR 55
Equality in the WOTKPIACE. ..o e e e e e e e e e e e e e e eenaa e e as 55

Hiring Discrimination in the WOorkplace ... 56

Fair Pay in the WOIKPIACE ... 57
Privacy in the WOrKPIaCe............oooiiiiiiiiii 59
Privacy Rights 0N the JOD.......oo 59
Privacy Rights off the JOD............eee e 60
Respect for Freedom of Association, Property Rights, and Contracts............cccoooiiiiiiiiieiiniiiiiiieeeeeen, 63
Covenants NOt t0 COMPELE ........cccoieeieeeee e 63
Trade Secrets and Confidential Relationships ...........coovvviiiiiiiii 64
EMPIOYMENT @t Wil ... 65

The Duty t0 Tell the Truth ... s 66
The GENEral PrINCIPIE «...coviiiiiieeeeeeeeeeeeeeeee s 66
Giving NOLICE 10 8N EMPIOYET ... ettt e e e e e et e e e e e e e e nneeeeeeeaaeas 66

The Duty to Protect Employees from Physical Harm ... 67

S To (Wi o] TN (o TN o T = g1 o= | PPN 67
REVIEW QUESTIONS ...ttt ettt e e e e ettt e e e e e s ettt et e e e e e e e s nnbbaeeeaaeeeaaannsneneaaaaeas 68
REVIEW ANSWETS ...t e ettt oo e e et e te e e e e e e e et ttaa e e e e eeeeeeaann e e eeeeeessan e aeaaeeeennnnnnnaans 69
LT o= 7 | 7
L T = 73

il





